Stateé of California _ Board of Equalization

Memorandum

To : Mr. Timothy W. Boyer Date: June 18, 2003
Interim Executive Director

From ;.. Ranion Hirsig, Deputy Director
ﬁé’) Sales and Use Tax Department 2 Z
David Gau, Deputy Director
Property and Special Taxes Department

Subject: Delegation of Authority for Cancellation of
Determinations

At the Board’s March 26th and May 28th meeting Chairwoman Midgen and Board Member
Leonard asked staff to return with suggestions for handling cancellations of determinations
that would provide greater protection of taxpayer privacy and could involve delegating less
consequential decisions to staff.

Current Process

Various statutes under the Sales and Use Tax Laws and Property and Special Taxes Laws
regarding cancellation of determinations require that a public record be maintained with respect
to any cancellation of determinations in excess of $50,000.

The current Board Reference Manual provides the rules on how items are to be presented to the
Board for approval. Page 25 under “Nonappearance Matters” currently requires that “Matters
for Consideration” (redeterminations) and “Credits, Cancellations and Refund Matters”
(cancellations) in excess of $50,000 be presented to the Board for approval.

Board Authority to Modify Current Process

The Board may revise its Reference Manual to establish a threshold other than $50,000.
However, consistent with various statutes a public record of all cancellations over $50,000 must
be maintained.

Taxpayer Privacy - Consumer Use Tax Cancellations — Tax Never Owed

The Board sends inquiry letters to taxpayers after receiving information from DMV, the Coast
Guard or FAA that a vehicle, vessel or aircraft was purchased and no use tax was received on
this purchase. If a taxpayer fails to respond or provide documentation that the purchase was not
taxable, than the Board sends a bill. Later, the taxpayer may provide the necessary
documentation to prove their purchase of the vehicle, vessel or aircraft was not taxable. The
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current process requires the Department to place amounts over $50,000 on the Board’s Consent
calendar as a cancellation (Non-petition final liability) or Redetermination to zero (petition
liability). Since these cancellations reflect the adjustment of tax never due, it is recommended
that such adjustment be delegated to staff at a level the members are most comfortable with.

Attached are three schedules. Schedule 1 contains three action items for the Board’s
consideration at the June 25, 2003 meeting. Schedule 2 contains an analysis of the
Board’s 2002 Sales and Use Tax Consent Calendar Workload. Schedule 3 contains an
analysis of the Board’s 2002 Property and Special Taxes Consent Calendar Workload.

By means of this memorandum, staff will present the Board with the attached three action
items that includes our departments’ recommendations. With your approval, this matter
will be placed on the June 25, 2003 Agenda under Chief Counsel Matters.

Approved: M WW Date: &~/ 23
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